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( a )  All f i s c a l  and s t a t i s t i c a lr e c o r d s  a n d  s h a l l86-2.7 A u d i t s .  r e p o r t s  


b es u b j e c tt oa u d i t .  All u n d e r l y i n g  books, recordsanddocumenta t ionwhich  


f o r m e dt h eb a s i sf o rt h ef i s c a la n ds t a t i s t i c a lr e p o r t s ,f i l e db yt h e  


r e s i d e n t i a l  h e a l t h  c a r e  f a c i l i t y  w i t h  t h e  d e p a r t m e n t ,  s h a l l  be k e p t  and 


m a i n t a i n e d  b y  t h e  f a c i l i t y  f o r  a p e r i o d  of t i m en o t l e s st h a n  s i x  yearsf rom 


t h e  d a t e  o f  f i l i n g ,  or t h ed a t eu p o nw h i c ht h ef i s c a la n ds t a t i s t i c a lr e c o r d s  


w e r et ob ef i l e d ,w h i c h e v e ri st h el a t e rd a t e .  In t h i sr e s p e c t ,a n y  r a t e  o f  


payment c e r t i f i e d  by t h eS t a t eC o m m i s s i o n e ro fH e a l t hb a s e do nt h ei n i t i a l  


submiss ion  of  b a s ey e a rd a t aa n dr e p o r t sw i l lb ec o n s t r u e dt o  r e p r e s e n t  a 


p r o v i s i o n a lr a t eu n t i ls u c ha u d i t  i s  p e r f o r m e da n dc o m p l e t e d ,a tw h i c h  t i m e  


s u c h  a f t e r  o r  a d j u s t e d  r a t e  will be c o n s t r u e dt or e p r e s e n tt h ea u d i t e dr a t e .  


( b )  Subsequent t o  t h e  f i l i n g  o f  r e q u i r e df i s c a l  and s t a t i s t i c a l  r e p o r t s ,  

f i e l da u d i t ss h a l l  b ec o n d u c t e db yt h er e c o r d so fr e s i d e n t i a lh e a l t hc a r e  

f a c i l i t i e s ,  i n  a t i m e ,  mannerandp lacetobedeterminedbythe  S t a t e  

D e p a r t m e n to fH e a l t h .  

( c )  The r e q u i r e d  f i s c a l  and s t a t i s t i c a lr e p o r t ss h a l l  b e  s u b j e c t  t o  a u d i t  

f o r  a p e r i o do f  s i x  years  f r o m  t h ed a t eo ft h e i rf i l i n gw i t ht h ed e p a r t m e n t  o r  

f o r m  t h ed a t e  whendue,whichever i s  l a t e r .  T h i sl i m i t a t i o ns h a l ln o ta p p l y  

t o  s i t u a t i o n s  i n  w h i c h  f r a u d  may be i n v o l v e d  or w h e r et h ep r o v i d e r  or anagent 

t h e r e o fp r e v e n t so ro b s t r u c t st h ec o m m i s s i o n e r  f r o m  p e r f o r m i n ga na u d i t  

p u r s u a n tt ot h i ss e c t i o n .  

( d )  Upon c o m p l e t i o no ft h ea u d i tt h er e s i d e n t i a lh e a l t h  c a r e  f a c i l i t y  

s h a l l  b ea f f o r d e d  a c l o s i n gc o n f e r e n c e .  The r e s i d e n t i a lh e a l t hc a r ef a c i l i t y  
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erson o r  by anyone authorized in writing to act onmay appear in p beha I f  of 

the residential health care facility. The residential health care facility 

shall be afforded an opportunityat such conferenceto produce additional 

documentation in support o f  any modifications requested in the audit. 

(e)  The residential health care facility shall be provided with the audit 

report and the rate computation sheet per audit. The audit reportshall be 

final unless within30 days of receipt of the audit report, theresidential 

health care facility initiates a bureau review by notifying the Division of 

Health Care Financing by registered or certified mail, detailing the specific 

items o f  the audit report with which the provider disagreesand such other 


material as the provider wishes to submitin its behalf and forwarding all 


material documentation in support of the residential health care facility's 


position. 


(f) The residential health care facility shall be notified i n  writing of 

the determination o f  the controverted items of the final audit report, 

including a statement of the reasons for such adjustmentsand the appropriate 

citation t o  applicable law, regulation or policy. The audit finding as 

adjusted in accordance with the determination of the bureau reviewshall be 


final, except that the residential health care facility may, within
30 days of 

receipt of the determinationof the bureau review, initiate a hearing to 

refute those items of the audit report adverse to the interestso f  the 

residential health care facility Presenting a factual issueby serving on the 

commissioner, by certified or registered mail, a notice containing a statement 
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o f  t h el e g a la u t h o r i t ya n dj u r i s d i c t i o n  u n d e r  w h i c ht h eh e a r i n gs h o u l db e  

h e l d ,  a r e f e r e n c e  t o  t h e  p a r t i c u l a r  s e c t i o n s  o f  t h es t a t u t e sa n dr u l e s  

i n v o l v e da n d  a s t a t e m e n to ft h ec o n t r o v e r t e di t e m s  o f  t h e  a u d i t  r e p o r t  and 

b u r e a ud e t e r m i n a t i o n ,t o g e t h e rw i t hc o p i e s  of  a n yd o c u m e n t a t i o nr e l i e d  on b y  

t h e  r e s i d e n t i a l  h e a l t h .  c a r e  f a c i l i t y  i n  s u p p o r t  o f  i t s  p o s i t i o n .  

(1 )  Upon r e c e i p t  o f  s u c hn o t i c et h ec o m m i s s i o n e rs h a l l :  

(i)d e s i g n a t e  a h e a r i n go f f i c e rt oh e a r  and recommend; 

(ii)e s t a b l i s h  a t i m ea n dp l a c ef o rs u c hh e a r i n g ;  

(iii)n o t i f yt h er e s i d e n t i a lh e a l t hc a r ef a c i l i t y  o f  t h et i m e  

andp lace  o f  s u c hh e a r i n ga tl e a s t  1 5  d a y sp r i o rt h e r e t o ;  and 

( i v )i n c l u d ei n  a n o t i c e  o f  h e a r i n gt h o s ei s s u e so ft h ea u d i t  

r e p o r tw h i c h  a r ec o n t r o v e r t e d  i nt h en o t i c es e r v e d  on t h e  

, c o m m i s s i o n e rb yt h er e s i d e n t i a  1 h e a l t hc a r ef a c i l i t y .  

( 2 )  The issues  documenta t  i o np r e s e n t e d  by t h er e s i d e n t i a lh e a l t hand 

c a r e  f a c i l i t y  a t  s u c hh e a r i n gs h a l l  be l i m i t e d  t o  t h ef a c t u a li s s u e sa n d  

d o c u m e n t a t i o np r e s e n t e da tt h eb u r e a ur e v i e w .  

( 3 )  The a u d i tr e p o r ts h a l l  bep resumpt i veev idenceo f  i t s  c o n t e n t .  

The burden o f  p r o o fa ta n ys u c hh e a r i n gs h a l l  be upon t h er e s i d e n t i a l  

h e a l t h  c a r e  f a c i l i t y  t o  p r o v e  by  s u b s t a n t i a le v i d e n c et h a tt h e  i t e m s  

t h e r e i nc o n t a i n e d  a r ei n c o r r e c t .  A t  s u c hh e a r i n g ,t h er e s i d e n t i a lh e a l t h  

c a r e  f a c i l i t y  sha 11 h a v et h eo b l i g a t i o n  t o  i n i t i a l l y  p r e s e n t  suchev idence 

i ns u p p o r t  o f  i t s  p o s i t i o n .F a i l u r e  t o  d o  s o  s h a l lr e s u l ti nt e r m i n a t i o n  

o f  t h eh e a r i n g .  

.3 c 
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( 4 )  T h eh e a r i n gs h a l lb ec o n d u c t e di nc o n f o r m i t y  w i  t h  sec t i o n  

o f  t h e  P u b l i c  H e a l t h  Law a n dS t a t eA d m i n i s t r a t i v eP r o c e d u r eA c t .  

( 5 )  A t  t h ec o n c l u s i o no ft h eh e a r i n gt h er e s i d e n t l a 1h e a l t hc a r e  

f a c i l i t y  may s u b m i t  memorandaonany l e g a li s s u e sw h i c h  it deems r e l e v a n t  

t o  t hep roceed ing .Such  memoranda s h a l l  be come p a r t  of  t h e  o f f i c i a l  

r e c o r d  o f  t h eh e a r i n g .  

(9) R a t er e v i s i o n sr e s u l t i n gf r o mt h ep r o c e d u r es e tf o r t hi nt h i ss e c t i o n  

s h a l l  be made r e t r o a c t i v e  t o  t h e  p e r i o d  o r  p e r i o d s  d u r i n g  w h i c h  t h e  r a t e s  


b a s e do nt h ep e r i o d sa u d i t e dw e r ee s t a b l i s h e d .  Any r e s u l t i n go v e r p a y m e n t  o r  


u n d e r p a y m e n ts h a l lb es a t i s f i e db ye i t h e rr e t r o a c t i v ea d j u s t m e n t  of t h e  


p r o v i s i o n a lr a t ep a i d  basedon t h ep e r i o da u d i t e d ,o rp r o s p e c t i v ea d j u s t m e n t  


o f  t h e  c u r r e n t  c e r t i f i e d  r a t e  a t  t h e  d i s c r e t i o n  o f  t heS ta teCommiss ione r  o f  


H e a l t h .  


(h )  All o v e r p a y m e n t sr e s u l t i n gf r o mr a t er e v i s i o n ss h a l lb es u b j e c tt o  

s u c hp e n a l t i e s  a s  theCommiss ioner  o f  H e a l t h  may impose f o r  i n c o r r e c t  

c o m p l e t i o n  o f  t h e  r e p o r t  o r  t h e  f a i l u r e  t o  f i l e  r e q u i r e d  r e v i s i o n s  O F  t h e  

r e p o r t  i n  t h e  amount o f  up t o  2 5  p e r c e n t  o f  t h eo v e r p a y m e n tf o rn e g l i g e n t  

i n c o r r e c tc o m p l e t i o no rn e g l i g e n tf a i l u r e  t o  f i l e  r e v i s i o n s  and up  t o  100 

p e r c e n t  o f  t h eo v e r p a y m e n tf o rw i l l f u li n c o r r e c tc o m p l e t i o no rw i l l f u lF a i l u r e  

t o  file r e v i s i o n s .  The p e n a l t i e sa s s e s s e du n d e rt h i ss e c t i o na r es e p a r a t e  


f r o m  and s h a l l  n o t  b e  c o n s t r u e d  t o  be i n  m i t i g a t i o n  o f  damages wh ich  may be 

-. 

r e c o v e r e d  p . t o  s e c t i o n  1 4 5 - b  o f  t h e  S e r v i c e s  Law.S o c i a l  
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86-2.8 Patient days. (a) A pa t i en tday  is the unit o f  measure denoting 

lodging provided and services rendered to one patient between the 

census-taking hour on two successive days. 

(b )  In computing patient days, the day of  admission shall be counted but 

not the day o f  discharge. When a patient i s  admitted and discharged on the 

same day, t h i s  period shall be counted as one patient day. 

(c) For  reimbursement purposes residential health care facility days 

shall be determined by using the highero f  the minimum utilization factor of 

90 percent o f  certified beds or the actual patient daysof  care as furnished 

by the facility. 

(d) Reserved bed patient days shall be computed separately from patient 

days. A reserved bed p a t l e n t  day is the unit o f  measure denoting an 

overnight stay away from the residential health care facility fo r  which the 

patient, or patient's third-party payor, provides per diem reimbursement when 

the patient's absence is due to hospitalization or therapeutic leave. 

(e) In computing reserved bed patient days, the day o f  discharge from the 

residential health care facility shall be counted, but not day o f  readmission. 
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o f  m e d i c a i dp a t i e n t sw h i c hs h a l li n c l u d e  a D i r e c t ,  I n d i r e c t  Non-Comparableand 

Cap i ta lcomponen t .  

(7) o p e r a t i n gp o r t i o n  o f  t h er a t es h a l l  mean t h ep o r t i o no ft h er a t e  

c o n s i s t i n g  o f  t h e  d i r e c t  I n d i r e c t  a n d  Non-Comparablecomponents a f t e r  

a p p l i c a t i o n  of  t h e  r o l l  f a c t o r  p r o m u l g a t e d  by t h ed e p a r t m e n t .  

18) R o l eF a c t o rs h a l l  mean t h ec u m u l a t i v er e s u l t  o f  m u l t i p l y i n go n e  

y e a r ’ s  t r e n d  ( i n f l a t i o n )  f a c t o r  t i m e s  o n e  o r  m o r eo t h e ry e a r st r e n d  

f a c t o r ( s )w h i c hi su s e dt oi n f l a t ec o s t sf r o m  a b a s ep e r i o dt o  a r a t e  

p e r i o d  . 

19) C a p i t a lC o s t ss h a l l  mean c o s t sr e p o r t e d  i n  t h eD e p r e c i a t i o n ,  

L e a s e sa n dR e n t a l s ,I n t e r e s to nC a p i t a lD e b ta n d / o rM a j o rM o v a b l e  

E q u i p m e n tD e p r e c i a t i o nC o s tC e n t e r s ,a sw e l la sc o s t sr e p o r t e di na n y  

o t h e rc o s tc e n t e ru n d e rt h em a j o rn a t u r a lc l a s s i f i c a t i o n  o f  D e p r e c i a t i o n ,  

L e a s e sa n dR e n t a l so nt h ef a c i l i t i e sa n n u a lc o s tr e p o r t  ( R H C F - 4 ) .  

110) B a s es h a l l  mean, a s  a p p l i c a b l et oc o s to rp r i c e ,  a minimum c o s t  

o r  p r i c e .  

(11) c e i l i n gs h a l l  mean,as a p p l i c a b l e  t o  c o s to rp r i c e ,  a maximum 

c o s t  or p r i c e .  

112)  C o r r i d o rs h a l l  mean t h ed i f f e r e n c eb e t w e e n  a baseand a c e i l i n g  

b 1 1 3 )  H o s p i t a lb a s e ds h a l l  mean a sf o l l o w s :  

ji) For f a c i l i t i e sr e c e i v i n gi n i t i a lo p e r a t i n gc e r t i f i c a t e s  

p r i o rt oJ a n u a r y1 ,1 9 8 3 ,h o s p i t a lb a s e ds h a l l  mean t h o s ef a c i l i t i e s  

t h a ta r ec o n s i d e r e d  by t h ef e d e r a lH e a l t hC a r ef i n a n c i n g  
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A d m i n i s t r a t i o n  (HCFA) t o  b eh o s p i t a lb a s e d  o r  h o s p i t a lr a t e d( a sp e r t a i n i n g  

t o  c o s ta l l o c a t i o n )a n dw h i c hd e r i v ea n dr e p o r tc o s t so nt h eb a s i so f  a 

M e d i c a r ec o s t  a l l o c a t i o nm e t h o d o l o g yf r o m  a na f f i l i a t e dh o s p i t a l .  

lii) For f a c i l i t i e sr e c e i v i n go p e r a t i n gc e r t i f i c a t e sa f t e r  

January 1 ,  1983 t h ec o m m i s s i o n e rs h a l lr e v i e wa n dd e t e r m i n ew h e t h e r  

o r  n o t  s u c h  f a c i l i t i e s  a r e  h o s p i t a l  b a s e d  u t i l i z i n g  t h e  f o l l o w i n g  

c r i t e r i a :  

f a )t h en a t u r e  of  a n yc o n s t r u c t i o na p p r o v a lr e c e i v e d  

p u r s u a n tt oS e c t i o n  2802 o ft h eP u b l i cH e a l t h  Law: 

( b )t h en a t u r eo fa n ye s t a b l i s h m e n ta p p r o v a lr e c e i v e d  

p u r s u a n tt oS e c t i o n  2801-a o ft h eP u b l i cH e a l t h  Caw; 

IC)t h ea r c h i t e c t u r a lc o n f i g u r a t i o nf o rt h er e s i d e n t i a l  

h e a l t h  c a r e  f a c i l i t y  u n i t  a sr e l a t e dt ot h eh o s p i t a lp h y s i c a l  

p l a n t :  

I d )  t h e  methodandamount of  c o s ta l l o c a t i o n ;  

l e )w h e t h e r  a d e t e r m i n a t i o nh a ts u c h  a f a c i  1 it!] i s  

h o s p i t a lb a s e dw o u l dr e s u l ti nt h ee f f i c i e n t  andeconomic 

o p e r a t i o no fs u c hf a c i l i t y .  

/ b )  ( 1 )  The r a t ef o r  1 9 8 6a n ds u b s e q u e n tr a t ey e a r ss h a l l  

cornoutedb ji) be onthe f i s c a l  andbasis  o f  a l l o w a b l e  

f a c i l i t y ' sa n n u a lc o s tr e p o r t  ( R H C F - 4 )  and f o r  h o s p i t a lb a s e d  

f a c i l i t i e s ,t h ea n n u a lC o s tr e p o r t  ( R H C F - 2 )  a n dt h ei n s t i t u t i o n a l  
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(ii)C o n s i s t  of t h ef o l l o w i n gf o u rs e p a r a t ea n dd i s t i n c t  

components ,asdef ined i n  t h i ss e c t i o n .  

. - ~ -l a )  D i r e c t  

I b )  I n d i r e c t  

- .  . - . - IC) 
. _ _  Id) C a p i t a l  

12) T h eo p e r a t i n gp o r t i o n  of  t h er a t ef o r1 9 8 6a n ds u b s e q u e n t  r a t e  

y e a r ss h a l lc o n s i s t  of  t h e  sum of t h eD i r e c t ,I n d i r e c ta n d  Non-Comparable 

Components o f  t h e  r a t e  d e t e r m i n e d  a c c o r d a n c e  w i t h  t h i s  s e c t i o n  t r e n d e d  

t o  t h e  r a t e  y e a r  b y  t h e  a p p l i c a b l e  r o l l  f a c t o r  p r o m u l g a t e d  by t h e  

depa  r tmen t. 

( 3 )  A l l o c a t i o na n dA d j u s t m e n t so fR e p o r t e dC o s t s .  

Ji)The c o m p u t a t i o n  of  t h er a t ef o r1 9 8 6a n df o rs u b s e q u e n t  

r a t ey e a r ss h a l li n c o r p o r a t et h eu s eo ft h es i n g l es t e p d o w nm e t h o do f  

c o s ta l l o c a t i o na sd e f i n e d  i n  s e c t i o n4 5 1 . 2 4 9  o f  A r t i c l e  9 o f  

S u b c h a p t e r  A of  C h a p t e r  V o f  t h i s  T i t l e .  

Jii)I n d i v i d u a ld i s c r e t ec e i l i n g ss h a l lb ed o p l i e dt o  

r e n u m e r a t i o nf o rt h ef a c i l i t y ' sa d m i n i s t r a t o r ,a s s i s t a n t  

a d m i n i s t r a t o ra n do p e r a t o ra ss p e c i f i e di nA p p e n d i x  6a i n f r a .  

Cos ts  O f  1983 s h a l lRepor ted  b e  t h r o u g ha d j u s t e d  t h e  

a p p o r t i o n m e n to fr e t r o a c t i v ea d j u s t m e n t sd u et oo p e r a t i n ga p p e a l s  

w h i c hw e r ea s  a r e s u l to fs i g n i f i c a n ti n c r e a s e si ns t a f fs p e c i f i c a l l y  

mandated by t h eC o r n m i s s i o n e r .S u c ha d j u s t m e n t ss h a l lb el i m i t e dt o  


